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I

HORIZON RESIDENTIAL DEVELOPMENTS LIMITED

REPORT OF THE DIRECTORS

The Directors submit their report and audited financial statements for Horizon Residential Developments Limited
(*the Company’) for the year ended 31 December 20110,

Activity
The Company’s principal activity is the ownership and development ol land for residential housing.
Busingss review

During the vear the Company continued 1o develop its stock of land for residential housing. No new sites wore
acquired during the year, The Company is funded by a lellow subsidiary company,

Risk management

The key risks and uncerainties faced by the Company are managed within the framework established for the Lloyds
Banking Group plc (‘the Group').  Exposure to credit risk and interest rate risk arises in the normal course of the
Company's business. These risks are discussed below and supplementary qualiative and quamitative information is
provided by Note 15 (o the financial statements.,

Construction risk

Currently there is only one active residential development. Contractor failure is mitigated through an insurance-
bucked guarantce that compensates the Company in the event of having to arrange a fresh contract.

Credit risk

Credit exposures arise principally from cash and cash cquivalent balances with another Group company and at the
reporting date none of these balunces were considered past due or impaired.

Interest rate risk

In relation 1o interest carning financial asscts and interest bearing financial liabilitics. the Company does not have
any stgnificant interest rate exposure as demonstrated by the netinterest income sensitivity in Note 15.

Performance

The Company made a loss after tax for the financial year of £1.413,327 (2009: £126,861 profit). The loss for the
year includes a write down in value of the site ai Bolton Upon Dearne of £776.248 and o write down in value of the
TralTord Press sie ol £557.027.

During the year the Company sold 4 residential units at its Lennoxtown site generating revenue of £728.000. Since
2006 the Company has sold all of the available 102 market units in Phasce 1.

The Balance Sheet shows total assets of £1,213.316 in 2040 compared 10 £3,416,240 in 2009. This includes a
movement in inventories from £2,130,750 in 2009 10 £656.157 in 2010, The decrease includes the write downs
noted above and the release of £495,000 from inventories to cover the sales ol residential units. offset by
development expenditure incurred in the year of £353,682. The decrease in folal assets also includes a decrease in
cash from £1,198.555 to £5.408 offsct by an increase in tax recoverable ol £474.581.

The key performance indicator used in asscssing the performance of the Company is monitoring of actual cash flows
{rom cach development site against plan. At cach Board Meciing the Dircclors review the performance of the

Company’s development sites. Management accounts are reviewed by the Directors.

Futurc developments

Currently there are no plans to engage in further developments.
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REPORT OF THE DIRECTORS (continued)

Dividends

No dividends were paid during the vear (2009: £nih).

Going concern

As sctout in Note 2 - 'Principles underlying going concern assumption’ of the Notes to the linancial statements, the
Dircctors are satisficd that the Company has adequale resources to continue in business for the foreseeable future

and consequently the going concern basis continues 1o be approprizie in preparing the financial statements,

Directors and their interests

The Directors a the date of (his report are as stated on page 2.

Dutes of appointment and resignation during the period and up to the date of this report were as follows:

Dircetor Duate of Appointment Date ol Resignation
J K Cruickshank - 1™ Aprit 200 |
J C O'Neil - 1™ Aprit 2011

Policy and praclice on payment ol suppliers

The Company lolows *The Better Payment Practice Code™ published by the Department for Business [nnovation
and Skills (B18) regarding the making of payments to suppliers. A copy of the code and information about it may be
obtained from the BIS Publications Order Line 0845-0150-010 quoting rel. URN 04/606.

The Company’s policy is (0 agree terms of payment with suppliers and these normally provide for settlement within
30 days after the date of the invoice, except where other arrangements have been negotiated. It is the policy ol the
Company (o abide by the agreed terms of payment. provided the supplier performs according 1o the terms of the
contract,

As the Company owed no amounts (o trade creditors as at 31 December 2010, the number of days required to be
shown in this report, to comply with the provisions of the Companies Aci 2006, is nil {2009 nil).

Swatement of Directors' responsibilitics

The Directors are responsible for preparing the Directors” Report and the {inancial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare {inancial statements for cach financial year. Under that law the
Directors have prepared the financial statements in accordance with International Financial Reporting Standards
(IFRSs) us adopted by the European Union. Under company law the Dircctors must not approve the financial
statements unless they are satisficd that they give a true and fair view of the state of affairs of the Company and of
the profit or loss of the Company lor that period. In preparing these financial statements, the Directors are requited
0]

e scleet suitable accounting policics and then apply them consistently:
¢ make judgements and accounting estimates that are reasonable and prudent.
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REPORT QOF THE BIRECTORS (continued)

Starement of Dareciors' responsibilitics (continued)

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the linancial position of the Compuny
and ¢nable them o ensure that the financial stalements comply with the Companics Act 2006, They are also
responsible for safeguarding the assels of the Company and hence Tor tuking reasonable steps for the prevention and
detection of fraud and other irregularitics.

Each ol the Directors, whose names and {functions are histed in the Dircctors' report confirm that, w the best of their
knowledge:

s the financial statements, which have been prepared in accordance with IFRSs as adopted by the European
Union. give a true and fair view of the assets, labilitics. linancial position and oss of the Company: and

s the Directors’ report includes a fair review of the development and performance of the business and the
position of the Company, together with a description of the principal risks and uncertainties that it laces.

Auditors and disclosure of information 1o auditors

Each Director in office at the date of this report confirms that:

- so far as the Director is aware, there is no relevant audit information of which the Company’s audiiors are
unaware: and

- the Director has taken ali the steps that he ought (0 have taken as a Director in order o make himself aware
of any relevant audit information and 1w establish that the Company’s auditors are aware of that

information.

This confirmation is given. and should be interpreted, in accordance with the provisions of section 418 of the
Companies Act 2006.

Auditors
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness o continue in office. Accordingly. a
resolution proposing the reappointment of PricewuterhouseCoopers LLP as auditors will be put 1o the members of

the Company before the end of the next period (or appointing auditors (as defined by the Companies Act 2006).

Small companies’ exemption

This report has been prepared in accordance with the provisions applicable 10 companics entitled to the small
companies’ exemption.,

By Order of the Board,

L J Edwards
Sceretary
2011
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF HORIZON RESIDENTIAL
DEVELOPMENTS LIMITED

We have audited the financial statements of Horizon Residential Developments Limited for the year ended 31
December 2010 which comprise the Income Statement, the Statement of Comprehensive Income, the Balance Sheet,
the Statement of Changes in Equity, the Statement of Cash Flows and the related notes. The financial reporting
framework that has been applied in their preparation is appiicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on pages 3 and 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view.
Qur responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Scope of the audit of the financial statements .

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error. This includes an assessment of: whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements.

Opinion on financial statements
In our opinion the financial statements:

¢ pgive a true and fair view of the state of the company’s affairs as at 31 December 2010 and of its loss and cash
flows for the year then ended;
have been properly prepared in accordance with [FRSs as adopted by the European Union; and
have been prepared in accordance with the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if, in our opinion:

s adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit; or

the directors were not entitled to take advantage of the small companies’ exemption in preparing the Directors’
Report.

ZQ;;Y <4
Gary Sha or Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

® & & @

Edinburgh

27 June 2011
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Income Statement

For the year ended 31 December 2010

Note
Revenue 3
Cost of sales '
Gross (loss)/profit
Operating expenses 5
Other expenses 6
Net other expenses
Operating (loss)profit before financing costs
Financial income 7
Financial expense 7
Net financing costs
{Loss)/profit before tax
Income tax creditf{expense) 8

(Loss)/profit after tax for the year

2010 2009

£ £

795,768 2,623,200
(2,16408)  (2.217.127)
(1.368.270) 406,073
(406.447) (38.587)
{(1,000) (1.000)
(1.000) (1.000)
(1.775.717) 366,486
2,056 1,364
(189.293) (196.866)
(187.237) (193.502)
(1.962,954) 170,984
549,627 _ (44.123)
(1,413,327) 126,861

The nates on pages 1] 10 20 form part of these hinancial statements.




HORIZON RESIDENTIAL DEVELOPMENTS LIMITED

Statement of Comprehensive Income

For the year ended 31 December 2010

2010 2009

£ b

(Loss)/profit for the vear ’ (1.413,327) 126.861
Total comprehensive income for the vear “‘413,‘:22 )4 _I‘g(mt{(ﬁl _

The notes on pages 11 o 20 form part of these Nnancial stalements.




HORIZON RESIDENTIAL DEVELOPMENTS LIMITED

Balance Sheet

As at 31 December 2010

Note 2010 2000
£ £
Assets
Inventorics 12 656,157 2.130,750
Income tax receivahle 9 501,751 27,170
Trade and other receivables 10 50,000 59,765
Cash and cash equivalents 13 5408 1.198.555
Total current assets - L213.316 3,416,240
Total assets 1,213,316 3416,240
Equity
Issued capiiad 11 2 2
Retained earnings __(4,529,611) (3.116,284)
Total equity . (4.529,_6()9) (3.] 16,282)
Liabilities
Amounts due Lo fellow subsidiary underiaking 17 5,714,224 6,217.879
Trade and other payables 14 (28701 34643
Total current liabilities 5,742,925 6,532,522
Total liabilities . _ 5.742,925 6.532,522
Teotal equity and liabilities 1,213.316 3,416,240
The notes on pages 11 to 20 form part of these financial statements,
Approved by the Board at 4 meeting on 27" June 2011 and signed on its behal( by:
...... / Director

FAUL HARKIES
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Statement of Changes in Equity
For the year ended 31 December 2010
. Share Retained Total
Capital Earnings Equity
£ £ £
Balance at 1 January 2009 2 (3.243,145) (3.243,143)
Profit for the year
Profit atter taxation - 126,861 126,861
Total comprehensive income - 126,861 126.561

Balance at 1 January 2010 2
Loss for the year

Loss afler taxation 7 T
Total comprehensive income o -
Balance at 31 December 2010 2

(3.116,234)

(1.413,327)

© (4,529,611

'(i.4|3.327)_

(3.116,282)

(1.413,327)

) (|.4|3?32'_7)

(4,529.609)

The notes on pages 11 o 20 form part of these financial statements.




. HORIZON RESIDENTIAL .DEVELOPMENTS LIMITED

Statement of Cash Flows

For the year ended 31 December 2010

Note 2010 2000
4 £

Cash flows from operating activities
Operating (loxs)/profit (1.775.717) Joo.486
Decrease in inventories 1,474,592 1.547.605
Decrease in trade and other receivables 9.765 8.813
Deerease in amounts due Lo fellow subsidiary (617830 (1,073.891)
undertaking :
Decrease in trade and other payables (285,941) (819,647
Cash generated from operations (1,195,131} 29.366
Interest paid (72) -
[ncome xes received B - 1,138,675
Net cash from operating activities _(1.195,203) _L168,041
Cash flows from investing activities
Interest reccived . 2,056 1,364
Net cash from investing activities 2,056 1,364
Cash flows from financing activities - -
Net (decrease)increase in cash and cash equivalents (1,193,147 1.169.405
Cash and cash cquivalents at 1 January 198555 29150
Cash and cash equivalents at 31 December 13 5.408 1.198.555

The notes on pages 11 to 20 form part of these financial statements.
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Notes to the financial statements

1. Significant accounting policies

(a)

(b)

(c)

(i)

(ii)

(iii)

(1v)

(v}

Horizon Residential Developments Limited (the “Company™) is a limited company registered and
domiciled in Scotland.

The financial stuements were authorised for issue by the Directors on 27" June 2011,

Finanecial statements

The financial statcments of Horizon Residentiab Developments Limited comprise the Income Statement,
Statement of Comprehensive Income, Balunce Sheet. Staternent of Changes in Equity and Statement of
Cash Flows together with the related Notes (o the financial statements

Statement of compliance

The 2010 statutory financial statements sct out on pages 6 o 20 have been prepared in accordance with
International Financial Reporting Standards ("TFRS’) and interpretations issued by the International
Financial Reporting Interpretations Committee (‘IFRICT) as adopted by the European Union.  The
standards applicd by the Company are those endorsed by the European Union and effective at the date
the financial statements are approved by the Board. Consequently. the financial statements comply with
[mernational Financial Reporting Standards.

Basis of preparation
The financial statements have been prepared under the historical cost basis, except that the following
asscts and liabilitics are stated at their fair values: invesiment property.

The Company has adopted the following new standards and amendments to standards which became
cffective for financial ycars beginning on or after | January 2010, None ol these standards or
amendments have had a material impact on these financial statements.

IERS 3 'Business Combinations'. This revised standard applies prospectively 1o business combinations
from | January 2010, The revised standard continues to require the use of the acquisition method of
accounting for business combinalions. All payments o purchase a business are 1o be recorded at fair
valug at the acquisition date, some contingent payments are subscquently remeasured at fair value
through income, goodwill may be caleulated based on the parent’s share of net assets or it may include
goodwill related to the non-controlling interest. and all wransaction costs are expensed (other than those in
rclation to the issuance of debt insterments or share capital).

IAS 27 'Consolidated and Scparate Financial Statements’. Requires the etfects of all transactions with
non-controlling interests w be recorded in equity if there is no change in control; any remaining interest
in an investee is remeasured 1o fair value in determining the gain or loss recognised tn profit or loss
where control over the investee is lost.

IFRIC 17 'Distributions of Non-cash Assets 10 Owners'. Provides accounting guidance for non-reciprocal
distributions of non-cash asscts 10 owners (and those in which owners may ¢lect o receive a cash
alternative).

Amendment 1o 1AS 39 'Financial Instruments; Recognition and Measurement — Eligible Hedged Items'
Clarifies how the principles underlying hedge accounting should be applied in particular situations.

‘Improvements o IFRSs” (issued April 2009}, Scts out minor amendments to IFRS standards as part of
the annual improvements process.
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Notes to the financial statements (continued)

1. Significant accounting policies (continued)

(d) 1FRS not vet applied

(ii).

(i}

{tv)

(v)

{(vi)

{vii)

(viii)

The following pronouncements have heen issued but were not etfective at 31 December 2010 and have
not been applied in preparing these financial statements. The full impact of these accounting changes is
being assessed by the Compuny.

IFRS 9 'Financial Instruments; Classification and Measurement’. Replaces those parts of 1AS 39
TFinancial Instruments: Recognition and Measurement' relating 1o the classification, measurement and
derccognition of financial assets and Habilities, Tt requires financial assets 1o be classified into wwo
measurement categories, fair value and amortised cost, on the basis of the objectives ol the entity’s
husiness model for managing its financial asseis and the contractual cash low characteristics ol the
instrument.  The available-for-sale linancial asset and held-to-matarity investment catcgories in the
existing [AS 39 will be climinated. The requirements for financial labilitics and derccognition are
broadly unchanged from 1AS 39,

IFRS 9 is 1he initial stage of the projeci o replace TAS 39, Fulure stages are expucted to result in
amendments o IFRS 9 10 deal with changes 1o the impairment ol linancial assets measured at amortised
cost and hedge accounting. Until all stages of the replacement project are complete, it is not possible to
determine the overall impact on the financial statements of the replacement of TAS 39, The effective date
of the standard 15 annual periods beginning on or after 1 January 2013,

Amendment to TAS 32 "Financial Instruments: Presentation — Classificution of Rights Issues’. Requires
rights issues denominated in a currency other than the functional currency of the issuer to be classified as
eyuity regardless ol the currency in which the exercise price is denominated. The amendment is elfective
for annual periods beginning on or afier 1 February 2010.

IFRI{C 19 'Extinguishing Financial Liabilides with Equity Instruments’. Clarifies that when an cntity
rencgotiates the terms of s debt with the result that the liability is extinguished by the debtor issuing its
own cquity instruments to the ereditor, a gain or 1oss is recognised in the Income Statement representing
the difference between the carrying value of the financial liability and the lair value of the equity
instruments issued: the fair value of the financial lability is used to measore the gain or loss where the
fair value of the equity instruments cannot be reliably measured. The interpretation is effective for annual
periods beginning on or after 1 July 2010 and is consistent with Lloyds Banking Group’s existing
accounting policy.

‘Improvements o IFRSs™ (issued May 2010). Scts owt minor amendments to IFRS standards as part of
the annual improvements process. The effective dates vary on a standard by standard basis butl none are
effective any earlier than annual periods beginning on or atter | July 2010,

Amendment to IFRIC 14 "Prepayments of a Minimum Funding Requirement'. Applies when an entity is
subject to minimum funding requirements and makes an carly payment of contributions 1o cover those
requirements and permits such an entity to treat the benefit of such an carly payment as an asset. The
amendment is effective for annual periods beginning on or afier t January 2011,

Amendments o TAS 24 Related Party Disclosures’. Simplifies the definition of a related party and
provides a partial exemption from the disclosure requircments for government relaed entitics. The
revised standard is effective for annual periods beginning on or atter | January 2011,

Amendments to IFRS 7 'Financial Instruments: Disclosures — Disclosures-Transfers of Financial Assets'.
Requires additional disclosures in respect of risk exposures arising (rom transferred financial asscts.

At the date of this report, IFRS 9 and Amendments 1o IFRS 7 are awaiting EU endorsement,
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Notes to the financial statements (continued)

1. Significant accounting policies (continued)

(e)

(fy

(g)

(h)

(i)

Critical accounting estimates and judgements

The preparation of financial statements requires management 10 make judgements, estimates and
assumptions that affect the reported amounts ol asscls, lisbilities, income and expenses. Due o the
inherent uncertainty in making estimates. actual results reported in future periods may be based upon
amounts which differ from those estimates,  Estimates, judgements and assumptions are continually
cvaluated and are based on histworical expericnce and other factors. including expectations of luture
events that are believed to be reasonable uader the circumstances. Revisions to accounting estimales are
recognised tn the period in which the estimate 18 revised and 1n any fulure periods aflected.

Deferred tax

The recognition of deferred tax assets requires management judgement in determining the extent and
amount which should be recognised.  Estimates of future axable income/profits are made and
management judgement is exercised as o whether these estimates indicate if the deferred 1ax asset can be
recovered and when.

Inventorics
Inventorices are stated al the lower of cost and net realisable value.

Cash and cash equivalents

Cash and cash cquivalents are held for the purpose ol meeting short term cash commitments rather than
investing or other purposes. Cash and cash equivalents consist of cash balances at banks that are freely
available.

Trade and other receivables
Trade and other receivables are stated at their cost less impairment losses.

Impairment

The carrying amounts of the Company’s assets. and deferred (ax assets, are reviewed at cach Balance Sheet
date to deternune whether there is any indicaton of impairment If any such indication exists, the assel’s
recoverable amount is estimated.

An impairment loss is recognised whenever the carrying amount of an asset or its cash-gencrating unit
exceeds its recoverable amount, Impairment losscs are recognised in the Income Stalement.

(i) Calculation of receverahle amount

The recoverable amount of other assets is the greater of their net selling price and value in use.
In assessing value in vse, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that refleets current market asscssments of the time value of moncy and the risks
spectfic to the asset. For an asset thar does not gencrate largely independemt cash inflows, the
recoverable amount is determined for the cash-gencraling unit to which the asset belongs, ‘

(ii) Reversals of impairment

An impairment loss in respect of a receivable carried at amortised cost is reversed if the subsequent
increase in recoverable amount can be related objectively to an event occurring after the impairment loss
was recognised. 1n respect ol other assets, an impairment foss is reversed il there has been a change in
the estimales used to determine the recoverable amount. An impairment loss is reversed only o the
extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined. net of depreciation or amortisation. if no impairment loss had been recognised.

Trade and other payables
Trade and other payables are stated at cost.
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Notes to the financial statements (continued)
1. Significant accounting policies {continued)

{k) Revepue
Revenue is recognised on conclusion of sale of houwses or land,

{I) Net finance costs
Nei finance costs relate to interest income and interest payable on borrowtngs and are recognised in the
Income Statement using the effective interest rate method. The elfective interest rate is the rate thut
exuactly discounts the estimated future cash payments and receipts through the expected life of the
financial assct or hability. The effective mterest rate is established on initial recognition of the financial
asset or liability and is not revised subsequently.

Interest income and interest payable presented in the Income Statement include interest on {inancial
assets or labilities at amortised cost on an effective interest rale basis.

(m} Taxation
Current income tax which is payable on taxable profits is recognised as an expense in the period in which
the profits arise.

Deferred tax is provided in full. using the liability method, on temporary dilferences arising between the
tax bases of asscts and liabilitics and their carrying amoums in the financial statements. However.
deferred tax is not accounted for it it arises from initial recognition ol an assct or liabtlity in a transaction
other than a business combination that at the time of the transacton aflects neither accounting nor
axahle profit or Toss. Deferred wax is determined using tax rales that have been enacted or substantially
cnacted by the Balance Sheet date, which are expected to apply when the related deferred 1ax assel is
realised or the delerred tax liability is settled.

Deferred tax assets are recognised where it is probable that future axable profit will be availuble against
which the temporary differences can be utilised. Income tax payable on profits is recognised as an
expense in the period in which those profits arise. The tax effects of losses available for carry forward are
recognised as an asset when it is probable that [uture taxable profits will be available against which these
losses can be utilised.

Deferred and current ax assets and liabilities are offset when they arise in the same 1ax reporting group
and where there is both a legal right of offser and the intention 1o scule on a net basis or 1o realise the
asset and scttle the liability simulancously.

2. Going concern — Principles underlying going concern assumption

The Company is reliant on funding provided by Bank of Scotland ple. Notwithstanding the improvement in market
liquidity during 2010. the Company’s ultimate parent company. Lloyds Banking Group ple, continues 10 he reliant
on UK Government sponsored measuores 10 maintain its wholesale {unding position. The Directors are satisficd that
it is the intention of Lloyds Banking Group ple that its subsidiarics including the Company will continue Lo receive
funding in the future and. accordingly. the financial statements have been prepared on a going concern basis.

‘3. Revenue

2010 2009

£ £

House sales 728,000 2.602.900
Insurance receipt 60,968 -
Non refunded deposits 3.800 20,300
Rent 3.000 -

795,768 2,623.200
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Notes to the financial statements (continued)

-4, Cost of sales

2010 2009

£ £

House and land sules 495,(XX) 1,771,281
Munagement fee 333878 189.606
Write down of inventory 1.333.275 250.000
Other selling costs 18RS 6,240

2 164.038 2.217.127

5. Operating expenses

2010 2008
£ £
Property expenses 400,247 38,547
Legal and professional fees 6.200 -
406477 38.587

6. Other expenses
2010 2000
£ £
Audit fees 1000 1.000

The emoluments of the Directors are paid by a fellow group undertaking on behalf of the uhimate parent. Lloyds
Banking Group ple. which makes no recharge to the Company. The Directors are also directors of a number of
other subsidiaries of Lloyds Banking Group ple and are also substantially cngaged in the managing ol their
respective business arcas within the Wholesale Division of Lloyds Banking Group ple. Given this. it is not possible
to make an accurate apportionment of Directors™ emoluments in respect of the services o each of the subsidiaries.
Accordingly, these lnancial stutemenis include no emoluments in respect of the Directors. The wotal emoluments of
the Directors are included in the financial statements of the ultimate parent company, Lloyds Banking Group ple.

7. Net financing costs

2010 2009

£ £

Interest inconme . o _'2,9!_3(1 o !.3()4_
Financial income ___2,!)5(_3 o I,_’%_(w-l
Interest expense (189.293) (196,866}
Financial cxpense (189.293) (196.866)

Net financing costs (187.237) (195,502}
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Notes to the financial statements (continued)
8. Income tax credit/{expense}

Recognised in the Income Statement

2010 2000
£ £
Current tux credit/(expensc)
Current year crediv(charge) 549.627 (47.875)
Adjustment Tor prior years - 3752
39627 (44.123)
Total income tax crediv{expense) in Income Stalement o 349627 (4412_3_)
Reconciliation of effective tax rate
2010 2000
£ £
(Loss)profit on ordinary activitics betore tax {1.962.954) 170,984
(Loss)/profit on ordinary activities multiplied by the standard rate of
corporation Lax in the UK of 28% (2009: 28%) 549,617 (47,875}
Prior year adjustment - 3752
Total income tax creditfiexpense) in Income Statement 549,627 (44.123)

9, Current tax asset
The current ax asset ol £301.751 (2009: £27.170) represents the amount of income tax receivable in respect of the
current period and prior periods.

10. Trade and other reccivables

2010 2009
£ £
Trade and other receivahles 50,000 59,765

11. Capital and reserves

The distributable reserves of the Company are managed through the Group Capital and Funding Policy in order 1o
maximise capital cificiency within the Group. Dividends are paid from reserves available for distribution to the
parent undertaking twice a year according 1o parameters set out at a Group level so as to avoid any build up of
reserve balances within the Company.

Share capital
Ordinary shares

2010 2009
£ £
On issue at I January and at 31 December — fully paid 2 2

A1 31 December 2010, the authorised share capital comprised 100 £1 ordinary shares (2009: 100).

The holder of the ordinary shares is entitled 10 receive dividends as declared from time (o time and is entitled o vote
at meetings of the Company.
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12. Inventories

2010 2009
£ £
At | January 2.130.750 678353
Additions 353,682 473,678
[nvenmory write down (1,333.27%) (250.000)
Disposals (495,000) (1.771.281)
AL 31 December o 656057 2130750
13. Cash and cash equivalents
2010 2009
£ £
Cush at bank 5,408 1,198,555
Cash and cash equivalents in the Statement of Cash Flows 5.408 1,198,555
i4. Trade and other payables
2010 2009
£ £
Other trade payables 23.023 246,640
Deferred income 3,678 66,997
Non-trade payables and accrued expenses - 2,000 ~_Looo
28,701 314,643

15. Financial instruments

Credit risk

Credit risk is the risk of financial loss from a counterparty's failure 1o setile financial obligations as they fall due.
Credit exposures arise in the normal course of the Company's business. principally from cash and cash cquivalent
balances with another Group company,

The table below sets out the maximum exposure 1o credit risk ar the Balance Sheet date.

2010 2009

£ £

Cash and cash cquivalents ,5_":103; — I I98-,jiﬁ
5,408 1,198,555

Cash and cash equivalents are carried at amortised cost, wherehy any indication of impairment would result in an
immediate write-down of the carrying value. These instruments consist of bank balances placed with the Group and
at the reporting date none of these balances were considered past due or impaired. ncither were there any financial
assels thai would otherwise be past duc or impaired had their terms not been renegotiated.

Market risk

Market risk is defined as the potential loss in value or earnings of the Company arising from changes in external
market factors.

& [nlerest rates (interest rate risk)

¢  Forcign Exchange Ruates (foreign exchange risk)

*  Equity markets (equity risk)

At the reporting date the Company's only exposure to market risk arose from interest rate risk. as all ransactions and
halances were denominated in Sterling and no cquity share invesuments were held.
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15. Financial instruments (continued}
Interest rate risk

Interest rate risk exists where the Company's financial assets and Habilities have interest rates set under different
hases, or which reset at different imes.

The Campany's cash and cash equivalent halances generate variable interest income and arise from the reinvestment
ol surplus liquid funds. The financial liabilitics comprise variable rate borrowings provided by another Group
company and they arc used o finance the Company’s investment property. Accordingly. the Company does not have
any signilicant interest rate exposure as demonstrated by the net interest income (N11) sensitivity table below,

This wable sets out the sensitivity of the Company'’s net interest income over a 12 month period 1o an immediate up
and duwn 25 basis points change to all inerest rates as at the Balanee Sheet date,

2010 2009
£000 £000
Impact of +25 bps shifl (14 (13)
Impact of =25 bps shif 14 13

The measure. however, is simplified in that it assumes all interest rates. for all currencies and maturitics. move af the
same time and by the same amount. Also. it does not recognise the impact of management actions that, in the event
of an adverse rate movement, could reduce the impact on NIL

Liquidity risk
Liquidity risk is the risk that the Company does not have sulficient financial resources to meet its obligations when
they fall due, or will have (o do so at exeessive cost. This risk can arise from mismatches in the tming of cash Mows

relating 1o assets, labilities and off-Balance Sheet instruments.

The Company’s short werm liguidity requirements are supported by a facility with another Group company subject 10
internal limits, Owverall liquidity of the Group is managed centrally.

All funding 1s provided by the Group and the table below sets out the cash fTows payable by the Company in respect
of financial liabilitics. by remaining contractual undiscounted repayments of principal and interest at the Balance

Sheet date,

As at 31 December 2010

Maturity of contractual liabilities Upto I month  1-3 months 3-12 months Toal

£ £ £ £
Amounts due to fellow subsidiary undertaking 5.731,479 - - 5.731.479
Trade and other payables - 4.500 24,201 28.701
Total labilitics 5,731,479 4.500 24,201 5,760,180

As at 31 December 2009

Maturity of contractual liabilities Upto I month  1-3 months 3-12 months Toetal

' £ £ £ £
Amounts due to fellow subsidiary underiaking 6.233.843 - - 6,233,843
Trade and other payables - 314.643 - 314.643

Total liabilities  6.233.843 314,643 . 6,548 486
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Fair values
The tair values together with the careying amounts shown in the Balance Sheet are as follows:

Notes  Carrying Fair Carrying ~ Fair

amount value amount vitlue

2010 2080 2009 2000

£ £ £ £

Trade and other receivables 10 50,000 50.000 39.763 59.765
Cash and cash equivalents 13 3.408 5408 1198555 LLIYB.S55
Amounts due to fellow subsidiary undertaking 17 (5.714.2241) (5,714.224) (6.217.879) (6,217.879)
Trade and other payables 14 (28.701) (28.701)  (314.643)  (314.643)
(5.687.517) (5.687.517) (5.274.202) (5.274.202)

Unrecognised (losses) / gains - -

Estimation of fair values
The Tollowing summarises the major methods and assumptions used In estimating the fabr values of financial
instruments reflected in the tahle.

Trade and other receivables/pavables
For receivables/payables with u remaining life of less than one year. the notional amount is deemed to reflect the fair
value. All other receivables/payables are discounted 1o determine the fair value.

16. Parent undertakings

As at 31 December 2010 the Company’s immediate parent company was Horizon Capital 2000 Lid. The company
regarded by the Directors as the uliimate parent underaking and conrolling pany is Lloyds Banking Group
ple (formerly Lloyds TSB Group ple) which is incorporated in Scotland. Lloyds Banking Group ple will produce
consolidated financial statements for the year ended 31 December 2010, Copics of the annual report and linancial
staements of Lloyds Banking Group ple for the year ended 31 December 2010 may be obtained from Lloyds
Banking Group's oflice at The Mound. Edinburgh, EH1 1YZ.

17. Related parties

The Company has a related party relationship with its intermediate parent company Bank of Scotland ple. A number
of banking transactions are emered ino with Bank of Scodand ple in the norimal course of business including loans
and deposits.

The Company also has a related party relatonship with its fellow subsidiary undertaking Horizon Resources
Limited. This relationship has arisen due o the provision of funding 10 the Company.
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17. Related parties (continued)

Details ol the related party trunsactions during the year are disclosed in the table below,

Nature of Related QOutstanding | Outstanding | Income/ Income/ Disclosure in
transaction Party halance at 1 halance at 31 | expense expense financial
Junuary December included in included in statements
2010 2410 Income Income
Stutement Statement
for the year for the year
ended 31 cnded 31
December December
2010 2009
£ X £ £
Bank account Bank of 1,198,555 5.408 - - Cuash and
Scotland ple cash
equivalents
Intercompany | Horizon 6.217.879 5.714,224 - - Amounts
payable Resources due to
Limied fellow
subsidiary
undertaking
Interest Bank of - - 2,056 1.364 Financial
receivable Scotland ple income
Interest Bank of - - 72 - Financial
payable Scotland plc expensc
Interest Horizon - - 189,221 196,866 Financial
payable Resources cxpense
Limited
18. Subsequent event s

(i} Change in Corporation Tax rate
The Finance (No 2) Act 2010 included legislation (o reduce the main rate ol corporation tax from 28 per cent to
27 per cent with eftect from 1 April 2011,

In his Budgel speech on 23 March 2011 the Chancellor announced a further reduction in the rale of corporation
tax w 26 per cent with effect from 1 April 2011, This further reduction was enacted under the Provisional
Collection of Taxes Act 1968 on 29 March 2011,

The proposed further reductions in the rate of corporation tax hy 1 per cent per annum to 23 per cent from 1 April
2014 arc cxpected to be enacted separately cach year. The effect of these further changes vpon the Company’s
deferred tax halances cannot be reliably quantilied at this stage.

(i) Asscl sales
The Company completed the sale of the Trafford Press site in April 2011 followed by the sale of the site at Bolion
Upon Dearne in May 201 1. Following these sales the Company no longer holds any property assets.




